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 MONTHLY ECONOMIC REVIEW 
August 2014 
(Latest data as at 7 August) 
A   Overview 
Recent trend  
Latest data and events 
New Zealand’s annual inflation rate was 1.6 percent in the year ended in the June 2014 quarter, continuing its 
rise in 2014 from the low of 0.7 percent a year earlier. Over the year, costs associated with the purchase of 
new housing rose by 4.6 percent, while housing rental costs rose by 2.2 percent. The increase in the tobacco 
and tobacco products excise duty from 1 January 2014 was a significant driver of inflation over the year to 
date.  As a result, the price of cigarettes and tobacco was 10.2 percent higher in the June 2014 quarter than 
the June 2013 quarter.  
The unemployment rate fell to 5.6 percent in the June 2014 quarter, down 0.3 percentage points from the 
previous quarter. There was also an increase in employment in the quarter, rising by 0.4 percent. The OECD 
average unemployment rate was 7.4 percent in May 2014. 
Reserve Bank Governor, Graeme Wheeler, increased the official cash rate by a further 0.25 percent in July to 
3.5 percent. The Governor also noted that ”with the exchange rate yet to adjust to weakening commodity 
prices, the level of the New Zealand dollar is unjustified and unsustainable and there is potential for a 
significant fall.”  
International commodity prices for New Zealand’s main commodity exports recorded a fifth successive 
monthly decline in July, down 2.4 percent in the month (down 3.5 percent after currency appreciation is taken 
into account), according to the ANZ Commodity Price Index. International dairy product prices have continued 
to fall, down 8.4 percent in the latest auction.  In response to the most recent auctions Fonterra has reduced 
its 2014-15 forecast payout by $1 to $6 per kilogram of milk solids. The seasonally adjusted value of goods 
exported fell 7.4 percent in the June 2014 quarter driven by milk powder, butter and cheese.  
Outlook  
Economic indicators suggest continuing economic growth for 2014 and into 2015. The Reserve Bank, in its 
latest Official Cash Rate decision, forecast a growth rate of 3.7 percent over 2014. It signalled a pause in 
interest rate rises noting that “it is prudent that there now be a period of assessment before interest rates 
adjust further towards a more-neutral level”.  Business optimism is continuing to decline from its previous 
high levels but remains above average.  
Topic of the month:  Census Housing Tables 
  2012/13 2013/14  
 Economic Growth  2.3% 3.3% Annual average GDP Growth (March year) 
 Unemployment  6.4% 5.6% Unemployment Rate (June quarter) 
 Inflation  0.7% 1.6% Annual Inflation Rate (June year) 
 Current Account Deficit  $8.3b $6.3b Current Account Deficit (March year) 
 Interest Rates 2.64% 3.67% 90 Day Bank Bills (July month) 
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B   Economic Growth 
Background 
A country’s gross domestic product (GDP) is a measure of economic activity during a set period of time, 
normally reported on a quarterly and an annual basis. It is the sum of money values of all final goods and 
services produced in an economy over a set period. The primary indicator used for tracking economic 
performance over time is known as real gross domestic product, or real GDP. Real GDP is gross domestic 
product adjusted for changes in prices. New Zealand’s official gross domestic product figures are sourced 
from Statistics New Zealand. 
Gross domestic product  
Economic activity increased by one percent 
in the March 2014 quarter, and by 3.3 
percent in the year to March 2014. Real 
gross national disposable income (RGNDI), 
which measures the real purchasing power of 
New Zealand's disposable income, rose 1.6 
percent in the March 2014 quarter. RGNDI 
increased 7.3 percent for the March 2014 
year, compared with an increase in GDP of 
3.3 percent over the same period. This is the 
largest annual rise in RGNDI since the series 
began and reflects an increase in the terms 
of trade. 
Other data  
Retail card spending was flat in June 2014 
with fuel and hospitality seeing the largest 
rises but spending on durables falling. 
International visitor arrivals were the highest ever for a June month with growth driven by visitors from Asia, 
especially Japan and China. 
NZIER’s Survey of Business Opinion commented 
that “the economic recovery moderated a little in 
the June 2014 quarter” with this moderation 
apparent across all indicators. The pace of 
growth remains robust however despite this 
slowing in momentum.  
Business confidence fell again in July, as 
surveyed by the ANZ Business Outlook Survey.  
A net 40 percent of firms expect an improvement 
in trading conditions in 12 months’ time, down 
from a net 43 percent in June’s survey. Consumer 
sentiment increased for the second month 
according to the July ANZ-Roy Morgan survey 
but only by a minimal amount. 
The seasonally adjusted BNZ-BusinessNZ Performance of Services Index for June was up slightly from May 
at 54.7 points, averaging 56.1 so far in 2014. The equivalent seasonally adjusted BNZ-BusinessNZ 
Performance of Manufacturing Index for June was 0.7 points higher than in May at 53.3 points with a slight 
pick-up in activity levels. 
Outlook  
The Treasury’s Pre-Election Economic and Fiscal Update 2014 will be released on 19th August. Its July 2014 
Monthly Economic Indicators noted that recent data shows that “confidence in the economic outlook has 
slipped, export growth weakened and housing market activity slowed”’. It stated that “net exports are 
expected to make a negative contribution to real GDP growth in the June quarter”. 
 
Source:  Statistics New Zealand. 
Next Release:  Gross Domestic Product: June 2014 quarter. Date: 18 September 2014 
Year ended March 2014 Nominal GDP 
Expenditure GDP 
GDP per capita 
$226,551 million 
$50,457 
 Source:  Statistics New Zealand. 
 
ANZ Business Outlook Survey Jun-14 Jul-14 
Net % expecting an improvement in 
business conditions in 12 months’ time 
42.8 39.7 
Net % expecting an improvement in their 
own firm’s activity in 12 months’ time 
45.8 45.1 
 Source: ANZ Bank, Business Outlook survey. 
GDP growth (%) Mar-13 Jun-13 Sep-13 Dec-13 Mar-14 
Annual (year-on-year) 2.3 2.2 2.6 2.7 3.3 
Quarterly (seasonally adjusted) 0.5 0.6 1.1 1.0 1.0 
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G   International  
Background 
New Zealand’s economic growth rate, unemployment rate and central bank interest rates are compared with 
our main OECD trading partners. The first table below illustrates the seasonally adjusted quarterly growth 
rates in economic activity.  The second table below shows the harmonised unemployment rate in each OECD 
country/area, while the third shows the main central bank interest rates for various countries (and currency 
group in the case of the Euro), along with the date and direction of the latest movement for each. 
Economic growth 
In the June 2014 quarter, the United States 
economy grew by one percent after falling 0.5 
percent in the previous quarter. Activity in China 
has also increased by some measures in recent 
months after a government stimulus earlier in 2014. 
Despite this the International Monetary Fund (IMF) 
warned at the end of July that without reforms, “the 
hard-landing risk continues to rise and is assessed 
to be medium-likely over the medium term.” 
Rising inflation is occurring in some countries 
owing to country-specific factors such as higher 
domestic demand in the United States, a sales tax 
rise in Japan and stronger tradable inflation in 
Australia while six out of 18 member states in the 
Eurozone are at or close to deflation. 
Unemployment 
The harmonised unemployment rate within the 
OECD area remained static at 7.4 percent in May. 
United States unemployment rose slightly by 0.1 
percentage points in July to 6.2 percent, with 
209,000 non-farm jobs added in the month. 
Australia’s unemployment rate was 6.4 percent in 
July in seasonally adjusted terms, up from 6.1 
percent in June. The Reserve Bank of Australia 
noted in July that “it will probably be some time yet 
before unemployment declines consistently while 
growth in wages has declined noticeably”. 
Central banks 
The United States Federal Reserve announced in July that it was continuing to reduce the size of its 
quantitative easing programme by US$10 billion per month.  It will now purchase $25 billion per month of 
agency mortgage-backed securities and Treasury securities. This compares with a monthly purchase of 
US$85 billion at the peak of the quantitative easing programme. 
The Bank of Japan decided unanimously in July to continue increasing its monetary base at an annual pace 
of 60 trillion yen to 70 trillion yen and lowered growth outlook for the fiscal year of 2014 to 1 percent. 
Quarterly economic growth rates (%) 
Country* Dec-13 Mar-14 Jun-14 
Australia 0.8 1.1 n/a 
Japan 0.1 1.6 n/a 
NEW ZEALAND 1.0 1.0 n/a 
United Kingdom 0.7 0.8 0.8 
United States 0.9 -0.5 1.0 
Euro area 0.3 0.2 n/a 
OECD Total 0.6 0.3 n/a 
China 1.7 1.5 2.0 
Notes: * Seasonally adjusted growth rate from the previous quarter.     
Source:  OECD. 
Harmonised unemployment rates (%) 
Country May-14 Jun-14 Jul-14 
Australia 5.9 6.1 6.4 
Japan 3.5 n/a n/a 
NEW ZEALAND n/a 5.6 (qtr)   n/a 
United Kingdom 6.6 (Mar)     n/a n/a 
United States 6.3 6.1 6.2 
OECD Total 7.4 n/a n/a 
 Sources:  OECD; Australian Bureau of Statistics. 
 Central Bank interest rates (as at 7 August 2014) 
Central Bank   Key Rate Interest Rate (%) Effective from Direction (Basis points) 
Australia Cash Rate 2.50 7-August-13 -25 
China Benchmark lending rate 6.00 6-Jul-12 -31 
European Central Bank Main Refinance Rate 0.15 11-Jun-14 -10 
Japan Uncollateralized overnight rate 0.00 - 0.10 5-Oct-10 -10 
NEW ZEALAND Official Cash Rate 3.50 24-Jul-14 +25 
United Kingdom Bank Rate 0.50 5-Mar-09 -50 
United States Federal Funds Rate 0.00 – 0.25 16-Dec-08 -75 
Source:  Central Bank interest rates as at the date stated. 
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